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Why Oil & Gas PSUs merit a higher multiple? 
A deeper probe into the PSU space have led us to a remarkable revelation. Oil & Gas 
stocks have consistently traded lower vis-à-vis their PSU counterparts despite a 
robust rally soaring on significant positives like higher dividends and stronger cash 
flows. Since Oil & Gas players exude discernible stability led by an ascendent 
profitability and reduced government intervention, they are low on risk and high on 
reward, and hence ripe candidates to achieve a higher multiple.   

As the z score method unfolds an upside in valuation multiples, we have upgraded key 
stocks as follows: Oil India, GAIL, GSPL {ADD to BUY}; ONGC {NEUTRAL to BUY}; 
Petronet LNG {SELL to NEUTRAL} The only downgrade is MAHGL {ADD to NEUTRAL} 
following a sharp stock price rally.  

Our top picks are BPCL, Oil India, HPCL, CPCL and ONGC. 

Indian PSU stocks rally big in last 3-6 months 
The strong rally across PSU stocks is the outcome of re-rating, given significant increase 
in government capex. Prime Minister Narendra Modi's pro-PSU endorsement has also 
helped in good measure.  

Following a deeper probe, we observe that in the last decade, Oil & Gas is the only 
sector still close to +1std trading valuations which reveals vast potential for massive 
value creation. For the study, we considered top thirty-five PSUs across sectors - large 
market capitalization sectors like Electric/Power Utilities, Capital Goods, Railways, 
Metals and Mining, Banks, Transportation and Construction and engineering. All are 
trading above or at +2std which shows a re-rating already at play. However, the 
commensurate effect on Oil & Gas sector is yet to be reflected. 

Oil & Gas PSUs: lucrative ventures with minimal government intervention  
The rally in Indian Oil & Gas PSU is based on many favourable factors that have gotten 
even better: 1) Oil price in a range of ~USD74-84/bbl despite disruptions and OPEC+ 
cuts 2) No govt intervention on any policy impacting the sector at large, no fuel retail 
price cut announcements; 3) Higher global petroleum product demand given the 
shortage, which keeps cracks on the higher side, accentuated by the red sea impact; 4) 
Government focus on expansion and energy transition will help elevated capex Oil & 
Gas PSUs clock higher profitability and stronger cashflows; 5) Peak cycle profitability 
will likely expand multiples.  

Notwithstanding the positives, a few risks remain: increase in crude prices, further 
narrowing of crude discounts (which now stands ~USD2/bbl), higher windfall taxes, a 
decrease in capping, falling product cracks and marketing margins, delay in execution 
of investment in expansions, and inefficient capital allocation. 

Higher multiple to Indian O&G PSUs: Our rationale 
We build our valuation base on a data-driven analysis of 35 PSUs across various 
industries, focused on the Oil & Gas sector as to its standing amongst the pack. We 
blend traditional valuation metrics (1-year Bloomberg consensus forward multiple) with 
standardized z-scores to identify potentially undervalued PSUs. Additionally, we 
include factors like higher government shareholding risk, return ratios, and earnings 
growth for a more holistic view. Our analysis reveals an impending buoyant trend: 
among the top ten-ranked PSUs based on our weighted average z-score methodology, 
six belong to the Oil & Gas sector within a consideration thirty-five. It's important to 
acknowledge that our approach prioritizes valuation metrics and financial performance, 
excluding assessments of potential liquidity and idiosyncratic concerns. This seamless 
alignment with the ongoing strong sectoral performance hints at the substantial 
potential upside that investments in these stocks are likely to fetch.   

 

 
 
 
 

 
STOCK VIEW 

Stock Rating TP (Rs) Potential 
Return (%) 

CPCL BUY 1,498 58% 

ONGC BUY 402 46% 

Oil India BUY 821 43% 

BPCL BUY 900 37% 

HPCL BUY 760 34% 

GAIL BUY 236 30% 

GSPL BUY 487 29% 

IGL BUY 540 23% 

IOCL BUY 227 21% 
Gujarat 
Gas ADD 661 21% 

MRPL NEUTRAL 257 6% 
Petronet 
LNG NEUTRAL 286 3% 

MGL NEUTRAL 1,535 1% 
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Exhibit 1: PSU stocks performance, despite strong rally Oil & Gas stocks can still do well 

Company  Sector  
CMP   Market Cap   Stock Performance (%)  

Rs   (Rs. Bn)   1M   3M   6M   12M   3Y  
ONGC Oil & Gas 274.7 3,455.2 13.5 39.9 56.7 75.4 47.6 
IOC Oil & Gas 188.5 2,661.9 26.8 83.5 106.2 134.0 53.8 
BPCL Oil & Gas 652.6 1,415.5 35.7 67.2 84.9 96.7 24.3 
GAIL Oil & Gas 183.9 1,208.8 9.2 45.6 63.3 91.5 30.4 
HPCL Oil & Gas 554.7 786.9 19.1 78.9 112.4 137.0 38.7 
Oil India Oil & Gas 594.2 644.4 44.1 88.5 106.1 127.8 80.3 
PLNG Oil & Gas 282.8 424.1 16.0 44.2 33.6 34.0 9.1 
GUJGAS Oil & Gas 551.3 379.5 (0.4) 29.7 21.8 13.6 4.3 
MRPL Oil & Gas 286.1 501.4 61.6 142.8 233.6 429.8 97.0 
GSPL Oil & Gas 371.1 209.4 16.2 34.6 34.9 34.6 15.5 
CPCL Oil & Gas 990.1 147.4 11.1 57.9 179.2 301.1 122.7 

NTPC Electric Utilities 338.8 3,284.7 9.8 34.6 57.4 101.6 54.7 
POWER GRID Electric Utilities 276.4 2,570.2 17.4 31.9 52.9 72.3 37.6 
NHPC Electric Utilities 96.8 972.4 31.6 83.7 94.2 142.0 64.1 

HAL Capital goods 3,021.8 2,020.9 (0.2) 42.1 59.5 129.0 82.6 
BEL Capital goods 188.8 1,379.7 (1.6) 29.2 48.4 95.7 64.3 
BHEL Capital goods 225.7 785.9 1.6 59.1 130.3 211.7 78.1 
Mazagon Dock Capital goods 2,165.4 436.7 (6.3) 10.0 15.7 185.4 121.0 
Cochin Shipyard Capital goods 851.0 223.9 (2.6) 57.4 101.8 248.6 73.4 
BEML Capital goods 3,141.2 130.8 (1.6) 35.8 55.0 119.6 59.3 

IRCTC Railways 947.0 757.6 (3.7) 33.9 47.2 45.7 42.2 
RVNL Railways 266.3 555.1 (8.6) 59.6 116.7 289.0 114.5 
RAILTEL Railways 390.3 125.2 0.9 43.9 131.1 238.3 - 

COAL INDIA Metals & Mining 461.0 2,841.0 20.3 33.5 102.7 112.0 65.2 
NMDC Metals & Mining 246.3 721.8 16.8 45.8 113.7 103.2 53.5 
SAIL Metals & Mining 128.3 529.9 12.4 43.7 52.1 48.9 30.4 
MIDHANI Metals & Mining 413.6 77.5 (7.5) 11.3 6.0 98.0 31.8 

CONCOR Transportation 1,010.3 615.5 17.6 34.6 54.3 66.4 22.9 

EIL Construction & 
Engineering 231.0 129.8 (1.3) 62.8 51.1 203.0 52.0 

SBI Bank Banks 759.3 6,776.0 20.9 34.8 32.5 43.0 25.7 
PNB Banks 128.5 1,414.4 25.7 64.9 104.5 158.5 46.8 
Bank of Baroda Banks 270.7 1,399.9 17.4 37.6 41.2 62.3 46.5 
Union Bank Banks 141.2 1,046.3 3.9 29.9 49.4 99.1 56.0 
Canara Bank Banks 572.9 1,039.2 22.8 44.0 74.5 95.1 56.7 
Indian Bank Banks 543.2 731.7 22.5 25.9 33.4 88.2 60.9 

Source: Bloomberg, YES Sec 
Note: CMP as on February 19, 2024 
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Exhibit 2: PSU stocks 12-month fwd trading multiples, Oil & Gas still less expensive in the pack  
Company Sector Multiple Methodology (x)  Current*   Average**   - 1 std   + 1 std   + 2 std  

ONGC Oil & Gas EV/EBITDA 4.1 3.9 3.1 4.6 5.4 

IOC Oil & Gas EV/EBITDA 7.2 6.4 5.7 7.1 7.8 

BPCL Oil & Gas EV/EBITDA 7.3 8.0 6.8 9.2 10.3 

GAIL Oil & Gas EV/EBITDA 10.4 7.6 6.3 8.9 10.2 

HPCL Oil & Gas EV/EBITDA 7.6 7.2 6.0 8.4 9.6 

Oil India Oil & Gas EV/EBITDA 6.0 4.9 3.5 6.4 7.8 

PLNG Oil & Gas PER 11.9 13.5 10.9 16.0 18.6 

GUJGAS Oil & Gas PER 28.1 21.1 17.4 24.7 28.4 

MRPL Oil & Gas EV/EBITDA 8.8 5.2 3.6 6.9 8.6 

GSPL Oil & Gas EV/EBITDA 13.5 8.2 6.5 9.9 11.6 

CPCL Oil & Gas EV/EBITDA 5.9 5.7 4.3 7.2 8.7 

NTPC Electric Utilities P/BV 2.0 1.1 0.9 1.4 1.6 

POWER GRID Electric Utilities P/BV 2.8 1.7 1.4 1.9 2.2 

NHPC Electric Utilities P/BV 2.3 0.9 0.6 1.1 1.3 

HAL Capital goods EV/EBITDA 23.7 10.8 5.9 15.8 20.7 

BEL Capital goods EV/EBITDA 23.7 12.9 8.7 17.0 21.2 

BHEL Capital goods EV/EBITDA 49.8 13.7 6.5 20.8 28.0 

Mazagon Dock Capital goods EV/EBITDA 23.8 14.9 3.7 26.0 37.1 

Cochin Shipyard Capital goods EV/EBITDA 26.5 11.1 5.9 16.4 21.6 

BEML Capital goods EV/EBITDA 18.0 18.1 12.6 23.6 29.2 

IRCTC Railways EV/EBITDA 43.5 42.4 32.8 52.0 61.6 

RVNL Railways EV/EBITDA 39.0 14.0 5.0 23.0 32.0 

RAILTEL Railways EV/EBITDA 19.5 9.4 5.1 13.8 18.1 

COAL INDIA Metals & Mining EV/EBITDA 6.8 5.7 3.5 7.9 10.2 

NMDC Metals & Mining EV/EBITDA 7.4 5.2 4.0 6.4 7.5 

SAIL Metals & Mining EV/EBITDA 7.0 6.2 3.3 9.1 12.0 

MIDHANI Metals & Mining EV/EBITDA 24.6 15.3 9.5 21.0 26.7 

CONCOR Transportation EV/EBITDA 23.5 16.5 14.1 19.0 21.4 

EIL Construction & Engineering EV/EBITDA 21.1 16.8 12.4 21.2 25.6 

SBI Bank Banks P/BV 1.7 1.1 0.9 1.3 1.6 

PNB Banks P/BV 1.3 0.6 0.4 0.8 1.0 

Bank of Baroda Banks P/BV 1.2 0.7 0.5 0.9 1.2 

Union Bank Banks P/BV 1.1 0.5 0.3 0.6 0.8 

Canara Bank Banks P/BV 1.2 0.6 0.4 0.7 0.9 

Indian Bank Banks P/BV 1.1 0.6 0.4 0.8 1.1 
Note: *Current trading multiple as on 16th Feb, 2024; **Average is of last 10-years; these multiples are Bloomberg Consensus 12-month fwd 

Source: Bloomberg, YES Sec 
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Indian PSU stocks rally big in last 3-6 months 
We have witnessed a strong rally across PSU stocks as the sectors got re-rated on the PSU theme. 
The surge in PSU stocks was fuelled by the government's significant increase in capital 
expenditure, with government-owned companies being the primary beneficiaries of this uptick.  

Prime Minister Narendra Modi's endorsement of investing in PSU stocks during his Parliament 
speech six months ago (No-Confidence Motion in Aug’23) has triggered a strong PSU rally.  

As per our understanding as also the study we carried out, Oil & Gas is the only sector which is 
still closer or marginally higher than +1std trading valuations when looked at last 10-year history, 
hinting at a discernible potential for immense value creation. For this analysis, we have considered 
PSUs across sectors - large market capitalization sectors like Electric/Power Utilities, Capital 
Goods, Railways, Metals and Mining, Banks, Transportation and Construction and engineering. 
All these sectors are trading above or at +2std which shows that re-rating has already taken place 
but the same is yet to reflect in the Oil & Gas sector. 

Key PSU sectoral performance 
Electrical Utilities 

Electrical utilities have already surpassed +2std across all ratios in each of the company 
considered. The industry’s current P/BV(x) stands at 2.3, significantly higher than +2std dev of 
1.7. Similar trend is observed in EV/EBITDA(x) where current/+2std is at 11.7/10.7 and the 
risk/reward dynamic hence appears unfavourable. 

Capital Goods 

Majority stocks have surpassed +2std EV/EBITDA(x) except MAZDOCKS which is nearing +1std 
(has less trading history as it got listed in Jun’21) and BEML which is trading at average. The 
industry current/+2std EV/EBITDA(x) is at 27.6/26.3.  

Railways 

All stocks are trading above +2std EV/EBITDA(x), but IRCTC which trades around the average, 
indicates a potential upside up to +2std in a Bull scenario and +1std as per Base scenario. The 
industry current/+2std EV/EBITDA(x) is at 34.0/37.3. Based on risk/reward, the scenario seems 
favourable only in IRCTC (current/+2std at 43.5/61.6). 

Metals & Mining 

Stocks are trading between +1 and +2std EV/EBITDA(x) except Coal India which is trading at ~ 
+0.5std and SAIL marginally above average, indicating a potential upside up to +2std in a Bull 
scenario and +1std in Base scenario. The industry current/+2std EV/EBITDA(x) is at 11.4/14.1. 
Based on this risk/reward, only Coal India (current/+2std at 6.8/10.2) and SAIL (current/+2std at 
7.0/12.0) seem favourably placed. 

Transportation, Construction and Engineering 

Here only Container Corp (CCRI) and Engineer India (ENGR) were considered as they are trading 
above +2std and +1std EV/EBITDA(x) respectively which offers marginal reward for ENGR. 

Banks 

Majority stocks are trading above +2std P/BV(x) except for BOB and Indian Bank which are 
trading at par with their +2std which might be cheapest amongst the lot. If it were to catch up 
the industry pace exceeding +2std there could be some upside. The industry current/+2std 
P/BV(x) is at 1.3/1.1. Based on this risk/reward, only BOB and Indian Bank seems slightly 
favourably placed. 
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Oil & Gas companies enjoy higher profitability, no government intervention a 
blessing in disguise  
 With crude price at ~USD83/bbl, upstream, downstream, and midstream have all been 

making good profits. An element of windfall taxes was introduced in Jul’22, when crude 
prices and refining cracks were higher. Upstream companies had net crude realization capped 
USD75-76/bbl which is still higher than what these companies made historically when crude 
prices were above USD80/bbl.  

 On higher key product demand globally, both Diesel and ATF cracks crossed USD22/bbl and 
capped earnings of Indian refiners to protect the market. A discount on higher Russian crude 
imports further added to GRMs for these refiners, resulting in super-normal profitability.  

 The benchmark Singapore GRM and the Indian refiners GRM are trending higher than their 
last 10-year averages, ably supported by stronger demand, reduced supply, and lower stocks. 
GRMs are way higher than the last 7-year average reported GRM of $6.1 and the Singapore 
GRM of $5.4. This scenario like how we witness today had not been sustained for a long 
time. 

 There has been volatility in gross marketing margins for both Diesel and Petrol on crude and 
product price movements, as the RSP has been unchanged since last 21 months. This 
volatility is the prime reason for no price cuts in Diesel and Petrol. The government is 
sharpening focus on energy investments (towards enhancing India's energy resilience and 
supporting its growing demand.) With the refining capacity expected to cross 350-400mtpa 
from current 252mtpa, the nation’s status of forth largest refiner globally is being reinforced 
with resounding conviction as a 2030 target. The high demand for oil and gas and a 
supportive government policy will steer OMC growth in coming years.   

 Post the pandemic era, the refining cracks have remained firm and resulted in better earnings, 
FY24 is expected to be a peak profitability year for Indian refiners and OMCs. Our 
assumptions for FY25 and FY26 expect profitability of these companies to be higher than 
historical levels, barring FY24.  

 OMCs are entering a phase of higher capex into expansions and new energy transition which 
would require better visibility of earnings, it is visible too to some extent, but not without a 
few challenges and disruption risks. 

 To sum up, Indian Oil & Gas PSUs are relishing a rally based on key factors that have changed 
for the better and strongly worked in their favour – 1) Oil price in a range of ~USD74-83/bbl 
despite disruptions and cuts by OPEC+; 2) No intervention by government on any policy 
impacting the sector at large; no announcement of a cut in fuel retail price; 3) Higher 
petroleum product demand and shortage globally which has kept cracks on higher side, with 
further support from the red sea impact; 4) Strengthened government focus on expansion 
and energy transition; elevated capex Indian Oil & Gas PSUs would surely be allowed to clock 
higher profitability and stronger cashflows; 5) Peak cycle profitability is likely to expand 
multiples. Having said that, a few risks remain: increase in crude prices, further narrowing of 
crude discounts which now stands ~USD2/bbl, higher windfall taxes, decrease in capping, 
falling product cracks and marketing margins, delay in execution of investment in expansions, 
and inefficient capital allocation. 
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Exhibit 3: Oil & Gas trading near average to +1std band 

  
Company 

PER (x) EV/EBITDA (x) P/BV (x) 

Current Avg. - 1 
std 

+ 1 
std 

+ 2 
std Current Avg. - 1 

std 
+ 1 
std + 2 std Current Avg. - 1 

std 
+ 1 
std 

+ 2 
std 

ONGC 7.1 7.2 4.9 9.5 11.9 4.1 3.9 3.1 4.6 5.4 1.0 0.9 0.5 1.2 1.5 

IOCL 9.2 7.8 5.9 9.6 11.5 7.2 6.4 5.7 7.1 7.8 1.4 1.1 0.8 1.4 1.8 

BPCL 10.0 10.0 7.8 12.2 14.4 7.3 8.0 6.8 9.2 10.3 1.8 1.9 1.4 2.3 2.8 

GAIL 11.7 10.5 7.6 13.5 16.4 10.4 7.6 6.3 8.9 10.2 1.6 1.3 1.0 1.6 1.9 

HPCL 7.7 7.3 5.2 9.4 11.5 7.6 7.2 6.0 8.4 9.6 1.6 1.3 0.8 1.7 2.2 

Oil India 8.4 6.7 4.5 8.8 10.9 6.0 4.9 3.5 6.4 7.8 1.3 0.8 0.5 1.1 1.4 

Petronet LNG 11.9 13.5 10.9 16.0 18.6 6.7 7.6 5.9 9.4 11.1 2.3 2.7 2.1 3.2 3.7 

Gujarat Gas 28.1 21.1 17.4 24.7 28.4 16.5 13.2 10.4 16.0 18.8 4.3 4.5 3.3 5.6 6.7 

MRPL 15.0 7.9 5.5 10.2 12.6 8.8 5.2 3.6 6.9 8.6 2.8 1.3 0.9 1.7 2.1 
Gujarat State 
Petronet 18.7 14.1 11.7 16.5 18.9 13.5 8.2 6.5 9.9 11.6 2.0 1.7 1.4 2.0 2.2 

CPCL 7.2 4.7 3.3 6.2 7.6 5.9 5.7 4.3 7.2 8.7 1.4 0.9 0.5 1.2 1.5 

 Sector Average 12.3 10.1 7.7 12.4 14.8 8.5 7.1 5.6 8.5 10.0 1.9 1.6 1.2 2.1 2.5 
Note: *Current trading multiple as on February 16, 2024; **Average is of last 10-years 
Source: Bloomberg, YES Sec 

Why Indian PSUs merit a higher multiple 
We form our valuation basis on a data-driven analysis of 35 PSUs across various industries and 
focused on the Oil & Gas sector to know where it stands today amongst the pack. We employ a 
comprehensive approach combining traditional valuation metrics (1-year Bloomberg consensus 
forward multiple as per the industry) with standardized z-scores to identify potentially 
undervalued PSUs. Further, we incorporate factors like higher government shareholding risk, 
return ratios, and earnings growth to make way for a more holistic view.  

This alignment with the sector's current strong performance suggests strong potential upside that 
these specific players are likely to offer investors. 

Ranking based on Z score analysis 
Z-score indicates how much a given value differs from the standard deviation. We rank them 
based on weighted average and equal weighted scores. For weighted average, we assign a 50% 
weight to valuation metrics (1-year Bloomberg consensus forward multiple as per the industry), 
20% weight to government shareholding risk as a promoter, 20% to return ratios, and rest to 
earnings growth for a more holistic view.  

Our analysis reveals an impending buoyant trend: among the top ten-ranked PSUs based on our 
weighted average z-score methodology, six belong to the Oil & Gas sector within a consideration 
of thirty-five. The top-3 are below averages, while top 4th to 14th are below 1 standard deviation 
with the median of this pack being at 2.2 standard deviation.   

Exhibit 4: Oil & Gas tops the ranking based on the Z score 
Company Sector Weighted Average Equal Weighted 
    

BPCL Oil & Gas 1 2 

PLNG Oil & Gas 2 1 

HPCL Oil & Gas 3 4 

CPCL Oil & Gas 4 3 

NMDC Metals & Mining 5 5 

Oil India Oil & Gas 6 7 

COAL INDIA Metals & Mining 7 8 
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Company Sector Weighted Average Equal Weighted 

IRCTC Railways 8 6 

ONGC Oil & Gas 9 10 

BEML Capital goods 10 9 

SAIL Metals & Mining 11 15 

Mazagon Dock  Capital goods 12 12 

IOC Oil & Gas 13 14 

MRPL Oil & Gas 14 11 

EIL Construction & Engineering 15 16 

GUJGAS Oil & Gas 16 13 

Bank of Baroda Banks 17 19 

GAIL Oil & Gas 18 21 

BEL Capital goods 19 20 

HAL Capital goods 20 17 

SBI Bank Banks 21 18 

MIDHANI Metals & Mining 22 24 

Indian Bank Banks 23 23 

CONCOR Transportation 24 25 

GSPL Oil & Gas 25 22 

RVNL Railways 26 26 

RAILTEL Railways 27 27 

NTPC Electric Utilities 28 28 

Cochin Shipyard Capital goods 29 30 

Canara Bank Banks 30 29 

PNB Banks 31 33 

Union Bank Banks 32 32 

POWER GRID Electric Utilities 33 31 

BHEL Capital goods 34 34 

NHPC Electric Utilities 35 35 

Source: Bloomberg, YES Sec 
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Oil & Gas stocks case scenarios  
We have developed 3 case scenarios based on our analysis, wherein, historical average multiple 
is assumed to be the bear case, median of the z score to be the base case, and 75th percentile of 
the z score to be the bull case.  

The median multiple (x) of z scores of this PSU pack is 2.2 while the 75th percentile is at 3.1 which 
is the blue-sky scenario.  

We arrive at individual median multiple by adding the respective average to the product of their 
standard deviation and the median of the pack, likewise for 75th percentile. 

 

Exhibit 5: Case scenarios based on our analysis  

Company 
Multiples (x)  Target Price (Rs/shr) % Upside  

Bear Case Base Case Bull Case Bear Case Base Case Bull Case Bear Case Base Case Bull Case 

ONGC 4.5 5.5 6.2 402 467 510 46% 70% 86% 

IOCL 6.8 8.0 8.6 182 223 245 -2% 19% 31% 

BPCL 7.3 10.6 11.6 717 1,045 1,150 9% 60% 76% 

GAIL 7.2 10.4 11.6 172 245 271 -5% 35% 49% 

HPCL 4.2 9.9 11.0 370 1,192 1,353 -35% 111% 139% 

Oil India  6.2 8.1 9.5 981 1,202 1,356 71% 109% 136% 

Petronet LNG 12.3 19.1 21.5 282 438 492 1% 58% 77% 

Gujarat Gas 24.8 28.7 31.9 682 790 878 25% 45% 61% 

MRPL 7.0 9.1 11.1 153 212 267 -37% -12% 11% 

Gujarat State Petronet 8.0 9.3 10.9 511 549 595 35% 45% 57% 

CPCL 5.6 9.0 10.3 1,133 1,814 2,088 19% 91% 120% 

Source: YES Sec 

The target multiples in all three scenarios look discernibly optimistic with upstream being the torch 
bearer to generate a substantial upside even in the bear case. In terms of magnitude of returns, both 
in the base and bull case, HPCL leads the pack followed by Oil India bearing ample potential to more 
than double the current market price. BPCL, CPCL and the Gujarat duo show significant upside in a 
positive scenario along with a stable upside in the worst case. Despite being the leader in happy 
times, HPCL faces the highest downside risk in the bear case preceded by MRPL.  

Considering the odds in the given scenarios, Oil India turns out to be the most optimal bet having 
potential to give a robust upside, regardless of the case. These expectations are built on the 
assumptions that the historical heights of multiples are scaled again, considering the optimistic 
outlook and sustained industry momentum in the industry.  
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Our sectoral top picks  
As the z score method unfolds an upside in valuation multiples, we have upgraded key stocks as 
follows: Oil India, GAIL, GSPL {ADD to BUY}; ONGC {NEUTRAL to BUY}; Petronet LNG {SELL to 
NEUTRAL} The only downgrade is MAHGL {ADD to NEUTRAL} following a sharp stock price rally.  

Our top picks are BPCL, Oil India, HPCL, CPCL and ONGC. 

Exhibit 6: Valuation table for Oil & Gas sector  

  
Company 

  
Multiple 
Methodology  

  
Multiple 

(x) 

  
Rating 

  
CMP 

  
Target 

Price 
(Rs/shr) 

  
% 

Upside 

Earlier PER (x) EV/EBITDA (x) 

Rating TP (Rs/shr) FY25e FY26e FY25e FY26e 

ONGC EV/EBITDA 4.5 BUY 275 402 46% NEUTRAL 282 9.0 9.0 3.9 3.7 
IOCL EV/EBITDA 8.1 BUY 187 227 21% BUY 155 10.3 12.4 7.5 8.2 
BPCL EV/EBITDA 9.1 BUY 655 900 37% BUY 620 11.5 13.8 7.4 8.1 
GAIL EV/EBITDA 10.0 BUY 182 236 30% ADD 177 14.5 13.5 10.7 9.8 
HPCL EV/EBITDA 6.9 BUY 566 760 34% BUY 574 7.7 8.5 7.1 6.9 
Oil India  EV/EBITDA 4.8 BUY 574 821 43% ADD 563 10.1 11.4 6.8 7.0 
Petronet 
LNG PER 12.5 NEUTRAL 278 286 3% SELL 229 12.7 12.1 6.9 6.4 

Gujarat Gas PER 24.0 ADD 545 661 21% ADD 660 22.4 19.8 13.6 11.8 
MRPL EV/EBITDA 10.7 NEUTRAL 241 257 6% NEUTRAL 173 18.1 24.4 10.1 11.7 
Gujarat State 
Petronet EV/EBITDA 7.2 BUY 378 487 29% ADD 387 19.0 17.3 12.9 11.3 

CPCL EV/EBITDA 7.4 BUY 951 1,498 58% BUY 1030 6.5 8.6 4.3 4.9 
Mahanagar 
Gas Ltd PER 13.5 NEUTRAL 1,518 1,535 1% ADD 1365 14.2 13.3 8.4 7.7 

Indraprastha 
Gas Ltd PER 17.0 BUY 440 540 23% BUY 540 17.0 15.7 10.8 9.9 

Exhibit 7: Revision in numbers 
  
  
Company 

Old New % Change 
EBITDA (Rs bn) PAT (Rs bn) EBITDA (Rs bn) PAT (Rs bn) EBITDA PAT 
FY25e FY26e FY25e FY26e FY25e FY26e FY25e FY26e FY25e FY26e FY25e FY26e 

ONGC 767.3 779.4 385.2 384.9 767.3 779.4 385.2 384.9 - - - - 
IOCL 492.4 443.6 256.2 212.6 504.5 468.5 265.3 231.2 2 6 4 9 
BPCL 226.5 206.2 120.8 100.5 229.1 210.2 122.7 103.5 1 2 2 3 
GAIL 131.7 143.8 85.4 92.3 137.2 149.1 89.5 96.3 4 4 5 4 
HPCL 197.8 199.3 92.3 85.6 201.3 205.1 93.9 89.6 2 3 2 5 
Oil India  100.4 102.4 64.0 64.2 117.2 124.3 74.8 78.8 17 21 17 23 
Petronet LNG 49.5 51.8 32.8 34.3 49.5 51.8 32.8 34.3 - - - - 
Gujarat Gas 26.5 30.1 16.6 18.9 26.5 30.1 16.6 18.9 - - - - 
MRPL 51.9 42.7 23.5 17.3 57.9 49.1 27.5 21.6 12 15 17 25 
Gujarat State Petronet 15.0 16.6 11.2 12.3 15.0 16.6 11.2 12.3 - - - - 
CPCL 36.8 30.2 21.7 16.4 36.8 30.2 21.7 16.4 - - - - 
Mahanagar Gas Ltd 15.5 16.6 10.5 11.2 15.5 16.6 10.5 11.2 - - - - 
Indraprastha Gas Ltd 25.1 27.0 18.1 19.6 25.1 27.0 18.1 19.6 - - - - 
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12-month FWD Trading multiples (Bloomberg Consensus) of Oil & Gas stocks 

Exhibit 8: BPCL EV/EBITDA Exhibit 9: HPCL EV/EBITDA 

  
Source: Bloomberg, YES Sec Source: Bloomberg, YES Sec 

Exhibit 10: BPCL PER Exhibit 11: HPCL PER 

  
Source: Bloomberg, YES Sec Source: Bloomberg, YES Sec 

Exhibit 12: BPCL P/BV Exhibit 13: HPCL P/BV 

  

Source: Bloomberg, YES Sec Source: Bloomberg, YES Sec 
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Exhibit 14: IOCL EV/EBITDA Exhibit 15: IOCL PER 

 
 

Source: Bloomberg, YES Sec Source: Bloomberg, YES Sec 

Exhibit 16: IOCL P/BV 

 

Source: Bloomberg, YES Sec 
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Exhibit 17: CPCL EV/EBITDA Exhibit 18: MRPL EV/EBITDA 

  
Source: Bloomberg, YES Sec Source: Bloomberg, YES Sec 

Exhibit 19: CPCL PER Exhibit 20: MRPL PER 

  
Source: Bloomberg, YES Sec Source: Bloomberg, YES Sec 

Exhibit 21: CPCL P/BV Exhibit 22: MRPL P/BV 

  
Source: Bloomberg, YES Sec Source: Bloomberg, YES Sec 
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Exhibit 23: ONGC EV/EBITDA Exhibit 24: Oil India EV/EBITDA 

  
Source: Bloomberg, YES Sec Source: Bloomberg, YES Sec 

Exhibit 25: ONGC PER Exhibit 26: Oil India PER 

  
Source: Bloomberg, YES Sec Source: Bloomberg, YES Sec 

Exhibit 27: ONGC P/BV Exhibit 28: Oil India P/BV 

  
Source: Bloomberg, YES Sec Source: Bloomberg, YES Sec 
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Exhibit 29: GAIL EV/EBITDA Exhibit 30: GSPL EV/EBITDA 

  
Source: Bloomberg, YES Sec Source: Bloomberg, YES Sec 

Exhibit 31: GAIL PER Exhibit 32: GSPL PER 

  
Source: Bloomberg, YES Sec Source: Bloomberg, YES Sec 

Exhibit 33: GAIL P/BV Exhibit 34: GSPL P/BV 

  

Source: Bloomberg, YES Sec Source: Bloomberg, YES Sec 
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Exhibit 35: PLNG EV/EBITDA Exhibit 36: GUJGA EV/EBITDA 

  
Source: Bloomberg, YES Sec Source: Bloomberg, YES Sec 

Exhibit 37: PLNG PER Exhibit 38: GUJGA PER 

  
Source: Bloomberg, YES Sec Source: Bloomberg, YES Sec 

Exhibit 39: PLNG P/BV Exhibit 40: GUJGA P/BV 

  
Source: Bloomberg, YES Sec Source: Bloomberg, YES Sec 
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DISCLAIMER 

Investments in securities market are subject to market risks, read all the 
related documents carefully before investing. 

The information and opinions in this report have been prepared by YSL 
and are subject to change without any notice. The report and 
information contained herein are strictly confidential and meant solely 
for the intended recipient and may not be altered in any way, 
transmitted to, copied or redistributed, in part or in whole, to any other 
person or to the media or reproduced in any form, without prior written 
consent of YSL.  

The information and opinions contained in the research report have 
been compiled or arrived at from sources believed to be reliable and 
have not been independently verified and no guarantee, representation 
of warranty, express or implied, is made as to their accuracy, 
completeness, authenticity or validity. No information or opinions 
expressed constitute an offer, or an invitation to make an offer, to buy 
or sell any securities or any derivative instruments related to such 
securities. Investments in securities are subject to market risk. The value 
and return on investment may vary because of changes in interest rates, 
foreign exchange rates or any other reason. Investors should note that 
each security's price or value may rise or fall and, accordingly, investors 
may even receive amounts which are less than originally invested. The 
investor is advised to take into consideration all risk factors including 
their own financial condition, suitability to risk return profile and the 
like, and take independent professional and/or tax advice before 
investing. Opinions expressed are our current opinions as of the date 
appearing on this report. Investor should understand that statements 
regarding future prospects may not materialize and are of general 
nature which may not be specifically suitable to any particular investor. 
Past performance may not necessarily be an indicator of future 
performance. Actual results may differ materially from those set forth 
in projections. Registration granted by SEBI and certification from NISM 
in no way guarantee performance of the intermediary or provide any 
assurance of returns to investors. 

Technical Analysis reports focus on studying the price movement and 
trading turnover charts of securities or its derivatives, as opposed to 
focussing on a company’s fundamentals and opinions, as such, may not 
match with reports published on a company’s fundamentals. 

YSL, its research analysts, directors, officers, employees and associates 
accept no liabilities for any loss or damage of any kind arising out of the 
use of this report. This report is not directed or intended for distribution 
to, or use by, any person or entity who is a citizen or resident of or 
located in any locality, state, country or other jurisdiction, where such 
distribution, publication, availability or use would be contrary to law, 
regulation or which would subject YSL and associates to any 
registration or licensing requirement within such jurisdiction. The 

securities described herein may or may not be eligible for sale in all 
jurisdictions or to certain category of investors. Persons in whose 
possession this document may come are required to inform themselves 
of and to observe such restriction. 

YES Securities (India) Limited distributes research and engages in other 
approved or allowable activities with respect to U.S. Institutional 
Investors through SEC 15a-6 rules and regulations under an exclusive 
chaperone arrangement with Brasil Plural Securities LLC. The views and 
sentiments expressed in this research report and any findings thereof 
accurately reflect YES Securities (India) Limited analyst’s truthful views 
about the subject securities and or issuers discussed herein. YES 
Securities (India) Limited is not registered as a broker-dealer under the 
Securities Exchange Act of 1934, as amended (the "Exchange Act") and is 
not a member of the Securities Investor Protection Corporation ("SIPC"). 
Brasil Plural Securities LLC is registered as a broker-dealer under the 
Exchange Act and is a member of SIPC. For questions or additional 
information, please contact Gil Aikins (gil.aikins@brasilplural.com) or call 
+1 212 388 5600. 

This Research Report is the product of YES Securities (India) Limited. YES 
Securities (India) Limited is the employer of the research analyst(s) who 
has prepared the research report. YES Securities (India) Limited is the 
employer of the YES Securities (India) Limited Representative who is 
responsible for the report, are responsible for the content of the YES 
Securities (India) Limited Research Report; any material conflicts of 
interest of YES Securities (India) Limited in relation to the issuer(s) or 
securities discussed in the YES Securities (India) Limited Research Report. 
This YES Securities (India) Limited Research Report is distributed in the 
United States through Brasil Plural Securities LLC (BPS). The research 
analyst(s) preparing the research report is/are resident outside the United 
States (U.S.) and is/ are not associated persons of any U.S. regulated 
broker-dealer and therefore the analyst(s) is/are not subject to 
supervision by a U.S. broker-dealer, and is/are not required to satisfy the 
regulatory licensing requirements of FINRA or required to otherwise 
comply with U.S. rules or regulations regarding, among other things, 
communications with a subject company, public appearances and trading 
securities held by a research analyst account. This report is intended for 
distribution by YES Securities (India) Limited only to "Major Institutional 
Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and 
Exchange Act, 1934 (the Exchange Act) and interpretations thereof by 
U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 
6(a)(2). If the recipient of this report is not a Major Institutional Investor 
as specified above, then it should not act upon this report and return the 
same to the sender. Further, this report may not be copied, duplicated 
and/or transmitted onward to any U.S. person or entity. Transactions in 
securities discussed in this research report should be effected through 
Brasil Plural Securities LLC (BPS) or another U.S. registered broker 
dealer/Entity as informed by YES Securities (India) Limited from time to 
time. 

 
 

YES Securities (India) Limited 

Registered Address: 2nd Floor, North Side, YES BANK House, 
Off Western Express Highway, Santacruz East,  

Mumbai - 400 055, Maharashtra, India. 

Correspondence Address: 7th Floor, Urmi Estate Tower A, Ganpatrao 
Kadam Marg, Opp. Peninsula Business Park, Lower Parel (West),  

Mumbai – 400 013, Maharashtra, India. 

 research@ysil.in | Website: www.yesinvest.in 

 
Registration Nos.: CIN: U74992MH2013PLC240971 | SEBI Single 

Registration No.: NSE, BSE, MCX & NCDEX : INZ000185632 | Member 
Code: BSE - 6538, NSE - 14914, MCX - 56355 & NCDEX - 1289 | CDSL & 

NSDL: IN-DP-653-2021 | MERCHANT BANKER: INM000012227 | 
RESEARCH ANALYST: INH000002376 | INVESTMENT ADVISER: 

INA000007331 | Sponsor and Investment Manager to YSL Alternates 
Alpha Plus Fund (CAT III AIF) SEBI Registration No.: IN/AIF3/20-21/0818 | 

AMFI ARN Code – 94338. 

Details of Compliance Officer: Name: Aditya Goenka,  
Email id: compliance@ysil.in, Contact No: 022- 65078127 (Extn: 718127) 
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DISCLOSURE OF INTEREST 

Name of the Research Analyst  : Harshraj Aggarwal 

The analyst hereby certifies that opinion expressed in this research 
report accurately reflect his or her personal opinion about the subject 
securities and no part of his or her compensation was, is or will be 
directly or indirectly related to the specific recommendation and opinion 
expressed in this research report. 

Sr. 
No. Particulars Yes/No 

1 Research Analyst or his/her relative’s or YSL’s 
financial interest in the subject company(ies) No 

2 

Research Analyst or his/her relative or YSL’s 
actual/beneficial ownership of 1% or more 
securities of the subject company(ies) at the end 
of the month immediately preceding the date of 
publication of the Research Report 

No 

3 
Research Analyst or his/her relative or YSL has 
any other material conflict of interest at the time 
of publication of the Research Report 

No 

4 Research Analyst has served as an officer, director 
or employee of the subject company(ies) No 

5 YSL has received any compensation from the 
subject company in the past twelve months No 

6 

YSL has received any compensation for 
investment banking or merchant banking or 
brokerage services from the subject company in 
the past twelve months 

No 

7 

YSL has received any compensation for products 
or services other than investment banking or 
merchant banking or brokerage services from the 
subject company in the past twelve months 

No 

8 
YSL has received any compensation or other 
benefits from the subject company or third party 
in connection with the research report 

No 

9 
YSL has managed or co-managed public offering 
of securities for the subject company in the past 
twelve months 

No 

10 
Research Analyst or YSL has been engaged in 
market making activity for the subject 
company(ies) 

No 

Since YSL and its associates are engaged in various businesses in the 
financial services industry, they may have financial interest or may have 
received compensation for investment banking or merchant banking or 
brokerage services or for any other product or services of whatsoever 
nature from the subject company(ies) in the past twelve months or 
associates of YSL may have managed or co-managed public offering of 
securities in the past twelve months of the subject company(ies) whose 
securities are discussed herein. 

Associates of YSL may have actual/beneficial ownership of 1% or more 
and/or other material conflict of interest in the securities discussed 
herein. 

 

 

RECOMMENDATION PARAMETERS FOR FUNDAMENTAL 
REPORTS 

Analysts assign ratings to the stocks according to the expected 
upside/downside relative to the current market price and the estimated 
target price. Depending on the expected returns, the recommendations 
are categorized as mentioned below. The performance horizon is 12 to 
18 months unless specified and the target price is defined as the 
analysts’ valuation for a stock. No benchmark is applicable to the ratings 
mentioned in this report. 

 

BUY: Upside greater than 20% over 12 months 

ADD: Upside between 10% to 20% over 12 months 

NEUTRAL: Upside between 0% to 10% over 12 months 

REDUCE: Downside between 0% to -10% over 12 months 

SELL: Downside greater than -10% over 12 months 

NOT RATED / UNDER REVIEW 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ABOUT YES SECURITIES (INDIA) LIMITED 

YES Securities (India) Limited (‘‘YSL’’) is a wholly owned subsidiary of YES 
BANK LIMITED. YSL is a Securities and Exchange Board of India (SEBI) 
registered Stock broker holding membership of National Stock Exchange 
(NSE), Bombay Stock Exchange (BSE), Multi Commodity Exchange 
(MCX) & National Commodity & Derivatives Exchange (NCDEX). YSL is 
also a SEBI-registered Category I Merchant Banker, Investment Adviser 
and Research Analyst. YSL is also a Sponsor and Investment Manager of 
Alternate Investment Fund - Category III (YSL Alternates) and AMFI 
registered Mutual Fund Distributor. The Company is also a registered 
Depository Participant with CDSL and NSDL. YSL offers, inter alia, 
trading/investment in equity and other financial products along with 
various value added services. We hereby declare that there are no 
disciplinary actions taken against YSL by SEBI/Stock Exchanges. 
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